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KEY ECONOMIC INDICATORS: TUNISIA 
(values in US $ million except where noted) 


Exchange rate: US $1.00 = 
Tunisian Dinar = 


INCOME, PRODUCTION, INVESTMENT 


GDP at Constant 1980 Prices * 

- Agriculture & Fishing 
Mining & Energy 

- Manufacturing 
Construction & Public Works 
Transport & Telecommunications 
Tourism 
Commerce & Other Services 
Government Services 


GDP at Current Prices 
Gross Investment, Current Prices 


Government Budget, Current Prices 
- Operations 
- Capital 


Per Capita GNP, in Current Dollars 
MONEY AND PRICES 
Money Supply (year end) 


Price Indices (annual average) 
- Consumer (1977 100) 
- Wholesale (1970 100) 


BALANCE OF PAYMENTS AND TRADE 


Exports f.o.b. 

- to U.S. 

Imports, c.i.f. 

- from U.S. 

Trade Balance 

Net Services 

- Tourism Receipts 

Net Transfers 

- Workers Remittances 

Current Account 

Net Foreign Exchange Reserves 
(year-end) 

Outstanding External Debt 


1981 


~4926 
$2.03 


7480.0 
1060.7 
911.5 
901.3 
454.7 
355.7 
291.9 
1355.0 
834.3 


8298 .6 
2537.5 


1365.0 
1115.6 


1275.3 


2263.5 


136.1 
223.0 


2463.0 
435.8 
3815.4 
285.4 
-1352.4 
441.3 
599.3 
73.1 
361.9 
-668.1 
479.7 


2994.2 


1982 


-5874 
$1.71 


6395.4 
815.7 
728.5 
784.9 
396.7 
322.2 
222.3 

1187.8 
779.8 


7985.7 
2513.7. 


1455.2 
1145.7 


1194.8 


2223.0 


154.6 
260.6 


2009.2 
459.6 
3296.9 
256.3 
-1287.6 
367.6 
521.5 
42.7 
342.0 
-726.7 
404.1 


3223.3 


*Note: Constant prices at annual exchange rates. 


Est. 
1983 


-6150 
$1.63 


6461.3 
831.3 
738.4 
837.8 
380.0 
334.6 
218.4 

1191.9 
782.4 


8826.4 
2608 .0 


1555.0 
1302.4 


1292.1 


2477.6 


166.0 
281.0 


2135.3 
N/A 
3439.3 
N/A 
-1304.0 
391.2 
546.0 
57.0 
366.7 
-692.7 
385.2 


3447.4 


1981/82 % of Change 
(based on dinar values) 
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Sources: Ministry of Plan and Finance, Budget Economique 1983 and Statistiques 
de Commerce Exterieur; Central Bank, Statistiques Financieres. 


Main Exports to U.S. - Crude Oil 
Main Imports from U.S. - Cereals, Sugar, Mining and Excavation Equipment, Drilling 
Equipment, Aircraft 





SUMMARY 


Following a year of limited growth, the first in nearly a decade of 
vigorous growth for the Tunisian economy, the government has revised 
its priorities and programs for 1983 in an effort to get back on 
track towards meeting the ambitious objectives of the Sixth 
Development Plan (1982-86). Real long term ae continues to 
depend upon the nation's ability to cope with three chronic 
problems--a sluggish agricultural sector, an ever widening trade 
gap, and a population growing faster than jobs are being created. 


PART A. CURRENT ECONOMIC SITUATION AND TRENDS 


1. 1982 IN REVIEW 


1982 marked the first year that the worldwide recession severely 
affected Tunisia, as markets continued to decline for three of 
Tunisia's principal foreign exchange earners--petroleum, phosphates 
and tourism. To a lesser extent, internal difficulties also 
contributed to Tunisia's economic problems, in particular a very low 
agricultural output, caused by severe weather conditions, and a 
large jump in the consumer price index, caused in large part by a 
massive wage increase for the second straight year. Tunisia's 
creditworthiness remained strong, nowever, as the government was 
able to obtain a large Euro-dolllar loan on very favorable terms at 
the end of 1982, and large capital flows continued from wealthier 
Arab nations, despite their own financial difficulties. There were 
a few other bright spots during this gloomy year; the government 
made headway towards reducing imports (a major priority), the 
investment rate was higher than anticipated, and the employment 
situation was better than had been hoped. Tunisia lost an important 
World Court judgment to Libya regarding a claim to potentially 
oil-rich continental shelf areas, yet promising petroleum 
discoveries were made for the second year in a row. It was thus a 
mixed year for Tunisia, which is hoping to reverse the negative 
trends with new policies and programs in 1983. 


RECENT POLITICAL DEVELOPMENTS: 


Prime Minister Mohamed Mzali, appointed Prime Minister by President 
Habib Bourguiba in 1980, continued in office in 1982, a year marked 
by intense popular:interest in the economy and events in the Middle 
East. The government's Minister of Economy remains Abdelaziz 
Lasram. A new Minister of Finance, Salih ibn Mubaraka, was 
appointed in 1983, as was a new Minister of Planning, Ismail 

Khalil. Economic issues dominated the press and public opinion in 
1982, as finishing touches were placed on the Sixth Development Plan 
and troubling signs began to appear on the economic horizon. A 
lengthy series of labor negotiations resulted in the conclusion of 
virtually all of the major sectoral contracts, which will help 
contribute to a stable and productive social climate. The Tunisian 
trade union movement, whose leaders were jailed in 1978, has now 
fully resumed its traditional role in helping to shape the country's 
wage and price policy. Increased political liberalization remains a 
priority for the government, although major initiatives in this 
direction did not occur in 1982. 
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Externally, last summer's events in Lebanon prompted strong public 
reaction in Tunisia, which attracted world attention in September 
with its decision to permit the PLO leadership and approximately 
1000 Palestinian fighters to relocate to Tunisia from Beirut. 
Despite initial fears by some that this presence could have a 
destabilizing and harmful impact on Tunisia's economic interests, 
especially tourism, the effects have been barely perceptible. 


Relations with Algeria continued to improve in 1982, culminating in 
early 1983 in a visit by Algerian President Bendjedid to Tunis and 

in the conclusion of a treaty of fraternity and concord between the 
two countries. Relations with Libya remain correct but distant. 


Among Arab states in the Maghreb, Tunisia is noted for its moderate 
outlook and continues to distinguish itself as a stable, 
industrious, and prosperous nation. 


GDP GROWTH: 


Real GDP growth in 1982 fell to 1.5 percent, a disappointing 
increase compared to the planned rate of 3.8 percent (adjusted 
downward in midyear from an initial target of 5 percent) and the 6.5 
percent growth achieved in 1981. Economic growth failed to keep 
pace with the population increase, 2.6 percent in 1982. While every 
sector of the economy failed to achieve planning objectives, the 
worst performers were the agricultural sector (an 8.7 percent 


decline versus a projected decrease of 4.1 percent) and industries 
other than et (a 2.2 percent decline versus a projected 


increase of 2.6 percent Agriculture, which chronically lags 
behind the rest of the economy, experienced devastating weather 
conditions in 1982--drought during the first part of the year, 
followed by the hottest summer in several decades and heavy flooding 
in the fall. Olives, citrus and vegetables were hit the hardest. 
The decline in nonmanufacturing industries occurred primarily in 
phosphate and petroleum extraction, with both industries 
experiencing domestic production problems and declining world 
markets. Due in large part to lengthy shutdowns at two of the 
country's five cement plants (caused by maintenance problems and 
retooling delays), shortfalls in the important phosphate chemical 
industries (due to a slackening in world demand and insufficient 
deliveries from the domestic mining sector), and a sharp drop in the 
food processing industries (an effect of the decrease in 
agricultural production), manufacturing output also failed to 
achieve planning levels, attaining a 3.4 percent increase versus a 
projected growth rate of 6 percent. Tourism, a mainstay of the 
Tunisian economy, fell by 9 percent in 1982, compared to a planned 
increase of 5.9 percent. The recession in Europe, the large number 
of tourists diverted to the World Cup soccer champhionships in 
Spain, and higher prices all contributed to the unexpected decline, 
as did a sharp drop in the number of visiters from Algeria, which 
resulted from a tightening of travel controls by the Algerian 
government. 





INVESTMENT : 


While GDP growth was disappointing in 1982, the investment picture 
Was somewhat brighter. Total investment reached $2.51 billion, 
which, factoring in inflation, was slightly above planning targets 
In dinar terms, investment was about 3.5 percent higher than 1981 
levels. This marked the second year in a row that investment was 
greater than anticipated, and like last year, a major portion of the 
increase came in the form of additional petroleum exploration 
expenditures, mostly by U.S. firms. (Other sectors in which 
investment was considerably greater than projected were housing and 
railroads, the latter having the advantage of an especially 
attractive offer of concessional financing by a foreign 

government.) The sectoral distribution of investment was very close 
to that called for in the Plan, as was the breakdown by type of 
project. Significant shortfalls in these areas were the agriculture 
and tourism sectors, each of which received a lesser share of total 
investment than was called for in the annual plan, and labor 
intensive projects, whose share also fell against other types of 
projects. 


BALANCE OF PAYMENTS: 


Tunisia's balance of payments situation remained relatively constant 
in 1982, despite the slowing in economic growth. The current 
deficit exceeded the $718 million projection, which appeared 
optimistic at the beginning of the year, by less than $10 million. 
While the government achieved considerable success in holding the 
increase in imports to 2.6 percent, export expansion fell well short 
of expectations. This was offset, however, by a lesser 
deterioration in the terms of trade than anticipated, thanks in 
large part to the strength of the dollar--in which petroleum exports 
are denominated. Moreover, net exports of petroleum exceeded 

rojections by over 13 percent (imports were $652 million; exports 
$1,139 million), due to a slowing in the rate at which imports have 
increased in recent years--caused by the slowdown in economic 
activity, the initiation of energy conservation measures, and the 
use of more Tunisian crude oil in the national refinery. Debt 
service of $300 million and new contributions to international 
organizations were important components of Tunisia's external 
capital requirements of $1.05 billion in 1982. These were met 
through direct investments of $359 million, grants of $26 million, 
and medium and long term borrowing of $667 million, most on 
concessional terms. The debt service ratio for 1982 was 17.5 
percent, and total foreign debt reached $3.22 billion, or 40 percent 
of GNP. 


PUBLIC FINANCE: 


The Tunisian government was largely successful in meeting its 
financing requirements in 1982, but not without a major revision of 
the budget in midyear. The revision was caused by the new payroll 
burdens resulting from the general wage increases in February and 


the realization that revenues from petroleum, phosphates and tourism 
would be less than expected. The year-end budget deficit of $403 





million was financed through domestic borrowing of $258 million and 
foreign borrowing of $145 million, of which $60 million was raised 
in private capital markets. The new joint Arab development banks, 
two of which were created in 198i and two in 1982, contributed 15 
percent towards Tunisia's total financial requirements in 1982. 


PRICES, WAGES AND EMPLOYMENT: 
For the second consecutive year, the Tunisian government agreed to a 
hefty general increase in wages in 1982, averaging around 30 percent 
for all workers. This February increase, approved over the strong 
objections of many involved in economic planning, was considered a 
political necessity, granted to the labor unions in place of long 
overdue sectoral contracts. At year end, those who had opposed the 
increase were partially vindicated, as the annual inflation rate 
reached double digits (13.7 percent) for the first time since 
independence. Other factors contributing to the sharp increase in 
the inflation rate were decreased agricultural production and the 
partial lifting of government subsidies on a number of essential 
goods and services, particularly fuel and certain agricultural 
products. Unemployment remains the government's chief economic 
concern, and few macroeconomic decisions are made that are not based 
at least in part on increasing employment. The official rate of 
10-15 percent is questioned by many foreign analysts, who peg the 
figure at 5-10 points higher, due to seasonal and hidden 
unemployment that the government does not count. At the beginning 
of 1982, the administration anticipated the creation of 51,000 new 
jobs for the 60,000 workers entering the labor force, with the 
balance finding employment in foreign markets, primarily other Arab 
countries. With the economic slowdown, especially in the labor 
intensive agricultural sector, only 46,000 jobs were created 
domestically. Labor emigration in 1982 helped compensate somewhat 
for this shortfall. 


OUTLOOK FOR 1983: 


Following a difficult year in 1982, the Tunisian economy must meet a 
number of key challenges in 1983 if it is to regain the momentum 
required to implement the goals of the Sixth Five-Year Plan 
(1982-86). Indeed, even before the results were all in on the 
economy's performance in 1982, government officials were beginning 
to label 1983 the year of recovery and balance. Because the economy 
will start from a lower base than anticipated due to the weak 
performance of 1982, the annual goals for 1983 initially published 
in the Five-Year Plan have been downgraded and the government's 
investment, trade, wage, price, and budgetary goals have all been 
adjusted to deal with the shortfalls and imbalances that occurred 
last year. Factors outside the government's control will also bear 
heavily on economic performance in 1983, including weather 
conditions, economic recovery in Europe, the results of local 
petroleum production and exploration efforts, and given their own 
problems, the ability and willingness of the Gulf countries to 


absorb more Tunisian labor and to continue to invest in the Tunisian 
economy. 





GDP GROWTH 


The Tunisian government is projecting a real GDP growth rate of 6 
percent in 1983, below the 8.4 percent increase called for in the 
1982-1986 Five-Year Development Plan published last year, but well 
above the 1.5 percent actual growth rate of 1982. The 6 percent 
increase is based on several optimistic expectations, and given the 
experience of the first five months of 1983, some of the individual 
targets appear unattainable. Agricultural output was expected to 
increase by 7 percent in 1983, but near drought conditions through 
the all-critical spring months will heavily affect the wheat crop. 
Despite continued optimism over the olive crop which benefitted 
greatly from the heavy rains of last fall, the 1983 increase in 
total agricultural output, if there is any, will most likely be less 
than 3 percent. Tourism is hoped to grow by 3 percent in real terms 
(versus a 9 percent decrease in 1982), yet the French government's 
currency restrictions on travellers announced early in 1983 will 
have at best a neutral effect on tourism from France, Tunisia's 
largest market. This could be largely offset, however, by a new 
influx of visitors from Algeria if the warming in relations between 
the two countries brings agreements in this area. The government 
also assumes an increase in petroleum output from 5.1 million tons 
to 5.6 million, based largely on new production at the offshore 
Tazarka and onshore Laarich fields and a substantial jump in 
phosphate production, from 4.4 to 5.4 million tons. The 
installation of a gas injection system to boost production at the 
offshore Ashtart field, Tunisia's second largest, has fallen behind 
schedule, which could well affect the annual target for petroleum. 
Phosphate mining had a good start in 1983 and is expected to exceed 
the planning goal. A 12 percent real growth rate in manufacturing 
appears reasonable, on strictly technical terms, but will depend 
also on improved worldwide demand for several key products, notably 
fertilizers and other phosphate derivatives. While most industries 
are at or slightly below earlier planning targets for 1983, 
agroindustries have been adjusted downward, and chemical industries 
upward. Two major new chemical production facilites are to be 
placed in service this year, the ICM-3 phosphoric acid plant at Sfay 
and the SAEPA-2 ammonium nitrate facility in Gabes, the first of its 
kind in Tunisia. The services sector is targeted to increase by 9 
percent in 1983, as a result of the opening of the Algeria-Italy gas 
pipeline, from which Tunisia will draw a transit fee of 5.25 
percent. Governmental services are below the five-year planning 
goals, as the government has slowed its budget expenditures as part 
of the general anti-inflation policy. 


INVESTMENT: 


The Tunisian government has projected an investment package of $2.61 
billion for 1983, a 1 percent increase, in dinar terms, over 1982. 
This would represent an investment rate of 29.5 percent, nearly two 
points higher than the 1983 rate contained in the Five-Year Plan. 
This year's sectoral distribution reflects the priorities of the 
Five Year Plan, as agriculture, manufacturing and tourism are slated 
for the largest increases, while nonmanufacturing industries (which 
benefitted from heavy investment in 1982) and public works will 
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expand less rapidly than in previous years. Also reflecting the 
provisions of the Five-Year Plan is the increase in investments 
destined for labor intensive projects in productive enterprises, 
from 21 percent of total investment in 1982 to 24.3 percent in 

1983. While the proportion is still below planning levels, new 
projects approved to begin in 1983 have a much higher rate of labor 
intensity than projected. Agricultural investment is projected at 
$373 million in 1983, and two new institutions were created recently 
to help increase and better direct the flow of capital into this 
sector. These are the Agricultural Investment Promotion Agency and 
the National Agricultural Development Bank. Important uses for 
investments in agriculture this year are ongoing work on the 
Medjerda-Cap Bon Canal (financed by the People's Republic of China) 
and two regional dams, initial work on two new dams (Siliana and 
Lebna), reforestation and groundwater conservation, fishing port 
construction, a fleet of fishing boats, surface well development, 
the importation of 7,000 dairy heifers, and a major program to build 
up the stock of agricultural machinery. In industries other than 
manufacturing, major projects include the continuation of the 
expansion program of the national phosphate company, further 
petroleum exploration and production facilities (including the first 
production by American firms), continuation of work on the new Tunis 
power plant at Rades, and the installation of several new gas 
turbine power generating facilities. In the manufacturing sector, 
the few big ongoing projects include the completion of the sixth 
cement plant, near Zaghouan, the new sugar plant at Ben Bechir and 
new phosphate chemical facilities at Sfax and Gabes. There are no 
major new projects in the manufacturing industries planned to begin 
in 1983, as the government, in furtherance of its planning 
objectives, is concentrating on smaller, labor intensive 
enterprises, especially in the lesser developed regions. It is in 
construction material and mechanical/electrical industries that much 
of this new activity is being concentrated. In the services sector, 
most investment activity for 1983 will be in transportation 
(railroad equipment, railway construction, and super-highway 
construction), housing (36,000 units), and tourism (nearly all in 
hotel construction). 


BALANCE OF PAYMENTS: 


A principal priority of the Sixth Plan--a simultaneous expansion in 
the export growth rate and contraction in the rate of import 
growth--will be set back in 1983, primarily because of a shortfall 
in export expansion. Exports of goods and services are projected to 
grow by only 12 percent this year, in current values, versus a 
target rate of 17.5 percent for 1983 contained in the Five-Year 
Plan. Even the 12 percent increase is in doubt, however, as it is 
based on several optimistic ass wmptions, chief among them a 22 
percent increase in sales of phosphates and derivatives, a 10 
percent increase in receipts from tourism, and a 21 percent increase 
in transportation receipts. Each of these industries has shown 
itself to be very sensitive to changes in worldwide demand, and in 
each definite signs of recovery would have to occur if Tunisia's 
goals are to be achieved. If the target is met, the annual total 
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would equal $4.13 billion, and to achieve the Five-Year Plan's 
current deficit target for 1983, $636 million, imports could only 
increase by 8.3 percent, seriously jeopardizing the nation's 
investment requirements. Instead, the government is projecting a 
total import bill for goods and services of $3.8 billion, a 10 
percent increase over 1982, and allowing the current deficit to 
climb to $693 million. Significant shifts in the mix of goods 
projected to be imported in 1983 are a decrease in imports of energy 
products and an increase in imports of raw materials and 
intermediate products. To help achieve its export goals, the 
government plans three new initiatives in 1983--legislation 
permitting export trading companies,. the creation of an export 
insurance company, and an extension of the 1972 manufacturing 
investment promotion law to cover transshipping and other export 
oriented services. To help achieve its import goals, the government 
plans to tighten up its procedures for the three types of import 
authorizations--licenses for individual transactions, annual 
authorization levels for companies, and special authorizations for 
state companies. In addition, importers will face strict new 
reporting requirements in 1983 as a prelude to the preparation of 
Tunisia's first annual foreign exchange budget in 1984. Repayments 
on foreign debt and other capital outflows in 1983 are expected to 
reach $359 million, greater than projected in the Five-Year Plan due 
largely to the continuing strength of the dollar. Combined with the 
current deficit, this brings Tunisia's external financing 
requirements in 1983 to $1.05 billion. The Plan and Finance 
Ministry's plans for meeting these requirements reflect the dynamic 
position in which Tunisia finds itself in 1983, moving from the 
status of a lesser developed country receiving large amounts of 
foreign assistance to that of a middle income country which must 
compete for investors and capital in the world market. Tunisia is 
relying on an increasing role for private investment and medium-term 
loans and a rapidly diminishing role for grants and long-term soft 
loans. Two thirds of the private investment projected for 1983 is 
destined for energy development, primarily exploration efforts by 
foreign firms. If Tunisia is successful in meeting its external 
financing requirements as planned, total foreign debt at the end of 
1983 will equal $3.45 billion, or 39 percet of GNP, the maxium ratio 
allowed in the Sixth Plan. Again, assuming that Tunisia's external 
financing goals are on target for 1983, the debt service ratio will 
be 17.3 percent, nearly the same for 1982 and over 30 percent higher 
than the average of the previous Five-Year Plan. 


PUBLIC FINANCE: 


Through a combination of conservative fiscal and monetary policies, 
the Tunisian government has given top priority in 1983 to curbing 
inflation. In a departure from past years, the national budget 
($2.86 billion in 1983) is slated to increase by less than the 
projected growth rate--in current values 15.3 percent versus 16 
percent. The money supply is targeted to increase by 17 percent and 
domestic lending will be tightened by tying it to the level of bank 
deposits and retained earnings, with a special emphasis on limiting 
short term credits. Public services will bear the brunt of the 
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slowing in budgetary expenditures, while investments by the 
government will increase slightly faster than the projected GDP 
growth rate. This policy will have the added effect of advancing 
another of the government's major objectives, decreasing the 
consumption rate. Another important area for budgetary restraint in 
1983 is the National Subsidy Fund (Caisse Nationale de 
Compensation), which provides price subsidies for a wide range of 
goods and services. The government's projected contribution to the 
fund this year, $33 million, is only half the 1982 level. Budget 
receipts are projected at $2.35 billion, leaving a deficit of $510 
million, or 5.8 percent of GDP, which is within Sixth Plan levels. 
Of the $510 million, $339 million will be financed through domestic 
borrowing, $90 million through various forms of foreign assistance, 
including soft loans, and $81 million, as a last resort, through 
private foreign borrowing. 


PRICES, WAGES AND EMPLOYMENT: 


The government reacted quickly in early 1983 to the unprecedented 
double digit inflation of the previous year. In the first days of 
January, when price increases on subsidized goods are customarily 
announced, the government instead decreed price cuts for a whole 
range of products and services provided by state enterprises and 
began a jawboning campaign with the private sector encouraging 
similar cuts. That the government was willing to set aside an 
important priority, the reduction of subsidies for many of the goods 
covered by the National Subsidy Fund, underlines the concern with 
which it viewed the inflation rate. Central to the government's 
strategy, as most of those involved recognized, was an effort to 
gain bargaining leverage with the trade unions, as the long-running 
national contract negotiations were reaching their critical final 
stages. By Spring it was apparent that the government had been 
successful with both its broad and narrow strategies, for at the end 
of March the price index was 0.1 percent below the level of December 
1982, and all the sectoral contracts had been signed, with an 
average increase in wages of approximately 8 percent. The price 
index is expected to begin its climb again around midyear, as the 
effects of international pressures, the renewal of the government's 
program to dismantle subsidies and the onset of the Ramadan 
religious holidays--traditionally a time for price increases on many 
foodstuffs and other items associated with the holidays--will be 
felt. Even so, the annual inflation rate for 1983 is not expected 
to exceed 8-9 percent, which the government considers reasonable. 
The government is projecting an additional labor supply of 62,300 
workers in 1983 and the creation of 50,000 new jobs in the domestic 
economy. The latter projection is based on no employment creation 
in agriculture, which was to be the primary source of new employment 
in the Sixth Plan. Indeed, the government now appears to have 
reassigned manufacturing the same importance as agriculture in its 
labor creation planning. Three current measures are designed 
specifically to encourage labor intensive investment in 
manufacturing---a general investment law that provides tax relief 
and subsidies based on the number of jobs created, a fund to assist 
new handicrafts and cottage industries, and the fixing of taxes and 
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other fees on imports of capital equipment. Nearly half of the new 
jobs projected for 1983 are to be in manufacturing, and nearly a 
third in government--primarily education and health services. To 
bridge the gap between domestic supply and demand for labor this 
year, the government is hoping that labor emigration will reach the 
same level as in 1982. The key variable here is the Libyan market, 
which absorbed the largest number of Tunisians who went abroad to 
work. Tunisian emigration to Libya has traditionally been very 
sensitive to any downturn in political relations or difficulties in 
the Libyan economy. While the government has been active in 
promoting employment of Tunisian workers in the Gulf countries over 
the past two years, it admits that the most the region can take is 
less than 5,000 new workers in 1983, mostly technical and other 
specialized personnel. 


3. DEVELOPMENT PLANNING: 


1983 marks the second year of the Sixth Development Plan (1982-86) 
and in light of the shortfalls of 1982 will be a key year in the 
evolution of the plan if five-year targets are to be achieved. The 
Plan's three main priorities--employment, decentralization (regional 
development), and balancé of payments equilibrium--were all set 
back, to varying degrees, by the decline in economic performance in 
1982, as were the Plan's main quantitative targets. Due to an 
unprecedented increase in the price level in 1982, a new priority 
also emerged, that of curbing inflation. As we have seen, domestic 
employment creation fell well short of the target in 1982, but 
through planning and good fortune, the gap between supply and demand 
was covered by an unexpectedly high emigration level. Tunisia 
cannot continue to rely upon foreign markets to alleviate its 
employment problems, however, and has been steadily initiating new 
programs designed to generate employment, including the three 
initiatives in the manufacturing sector described above in the 
section on prices, wages and employment in 1983, and the creation of 
an agricultural investment agency and an agricultural investment 
bank. A recent World bank study stresses the importance of limiting 
future wage increases to a more reasonable level than in the past as 
a means of diverting private investment away from capital intensive 
projects. The Bank considers this the most important single factor 
in any future employment strategy. 


Of the plan's three main priorities, the objective of improving 
regional distribution was probably the least affected by the 
economic downturn in 1982. The effects that did occur were related 
in large part to the fact that agriculture and phosphates, the 
sectors that experienced the most serious declines, are concentrated 
in the poorer regions. The 1981 investment law, which provides 
fiscal incentives to those investing in lesser developed regions, 
has already had a significant impact on moving new investments away 
from the coastal cities, and in 1983 the government will institute 
three new measures in support of its regionalizaiton program--the 
drafting of rural development plans for each administrative province 
(gouvernorat); the drafting of regional plans for the three priority 
regions in the government's strategy (the northwest, central west, 
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and deep south) as a basis of action for the remainder of the Sixth 
Plan; and the creation of regional development offices to plan and 
execute the government's strategy. Tunisia's inability to meet its 
balance of payments goals in 1982 was partially to blame for the 
fact that the debt service ratio in 1982, over 17 percent, was three 
points higher than the target rate for the last year of the plan. 
New measures to restrict imports and encourage exports are described 
at length in the 1983 balance of payments section, above. Related 
to these efforts is an ambitious program of promoting savings and 
discouraging consumption. The main component of this program at 
present is macroeconomic fiscal policy, and a number of personal 
Savings schemes are due to be anounced in 1983. Given the poor 
performance of the economy in 1982 and the gloomy outlook for 
agricultural output in 1983, it appears unlikely that Tunisia will 
achieve the GDP growth called for in the Sixth Plan. Indeed, at the 
beginning of 1983 the Ministry of Planning and Finance estimated 
that to meet the five-year target for agricultural production, the 
annual increase in agriculturl output for the remaining four years 
would have to exceed 10 percent, a seemingly impossible goal. 

While the government has accelerated its efforts to boost 
manufacturing output, agriculture cannot continue to lag behind if 
general targets are to be achieved. With the continuation of 
cautious fiscal and monetary policies and the dismantling of the 
pervasive system of subsidies, there is no reason to believe that 
the government cannot achieve most of its other main quantitative 
targets--in investment, debt, and savings--despite shortfalls in GDP 
growth, as it was largely successful in doing in 1982. 


PART B. IMPLICATIONS FOR AMERICAN BUSINESS 


American firms face both opportunities and constraints in developing 
business possibilities in Tunisia, a market that is largely ignored 
by U.S. companies. The dynamism of the economy and Tunisia's fine 
credit rating, however, are drawing the interest of more and more 
American firms. 


1. TRADE: 


Tunisian imports are expected to grow to nearly $3.8 billion in 
1983, over 40 percent of GNP. While the government's current 
Campaign to limit imports is focussed mainly on consumer goods, 
where the United States lags far behind Europe, it allows for a 
continued expansion in imports of capital equipment and raw and 
semi-finished goods--areas where the United States enjoys a strong 
position in the Tunisian market. A small country lacking in natural 
resources, Tunisia imports virtually all categories of products. 
Tunisia purchases from the United States important quantities of 
cereals, sugar, mining and drilling equipment, and aircraft. The 
United States remained Tunisia's fourth leading supplier in 1982, 
with an 8 percent market share, behind France (27 percent share), 
Italy and West Germany. 
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Aggressive marketing by competitors from other countries, attractive 
mixed credit financing from a number of OECD countries, longstanding 
supplier relationships, communications difficulties, and the small 
size of the Tunisian market are among the leading factors inhibiting 
the expansion of U.S. exports to Tunisia. The recent strengthening 
of the U.S. dollar against the currencies of Tunisia's other major 
trading partners has also had a harmful effect on the level of 
imports originating in the United States. Another factor inhibiting 
U.S. sales is Tunisian purchasing procedures. Because most major 
enterprises in Tunisia are publicly-owned, most large purchases are 
made through government tenders. Lead times for bid documents are 
often perilously short for U.S. companies, who must get the 
documents, translate them, prepare the bid (fredquently according to 
European specifications), translate the bid into French, meet the 
deadline, and then hope the package is competitive. U.S. companies 
are not always responsive to the requirements of Tunisian buyers 
--by not preparing business correspondence in French, by not 
answering letters requesting product information or after-sales 
service, or by answering specific tenders with company catalogs or 
other general information. On top of all this, there is a 
widespread impression in Tunisia, often erroneous, that U.S. 
products are more expensive than comparable European and Japanese 
goods. By the same token, however, U.S. products enjoy an excellent 
reputation here and are generally considered to be the best in the 
world. 


Many of the problems inhibiting U.S. sales can be attributed to 
problems in communication, and the easiest way to avoid them is 
through a reliable and active agent/distributor in Tunis. American 
firms wishing to establish a Tunisian agent/distributor can contact 
the Agent/Distributor Service through the United States Department 
of Commerce, or when in Tunis, through the Embassy's economic/ 
commercial section. Also very useful are periodic visits by 
French-speaking company officials to key Tunisian contacts in 
government and industry. Here again, the Embassy can assist 
visiting businessmen, and a local agent/distributor can be 
invaluable in mantaining important contacts. Finally, the 
importance of corresponding in French with potential Tunisian 
buyers cannot be overstated. 


In addition to the products that Tunisia imports from the United 
States listed above, good prospects over the next several years 
exist for the following: agricultural and irrigation equipment, 
dairy equipment, dairy cattle, building and construction equipment, 
data processing equipment, alternative energy and energy conservaton 
equipment. 


2. INVESTMENT 


For an American company wishing to establish operations in North 
Africa, Tunisia offers an attractive investment climate, efficient 
public services and pleasant living conditions. Since 1972 the 
Tunisian Government has encouraged foreign investment through a 
series of investment promotion laws. The laws distinguish between 
two types of investments--companies producing for the domestic 
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market and companies producing for export only. Firms producing for 
export only receive tax, duty and exchange control advantages, and 
their activities are governed by the Export Investment Code of 1972, 
which permits 100 percent foreign ownership. Companies producing 
for the domestic market are governed by a 1981 code that revised 
significantly a 1974 law. Such firms must be joint ventures, and in 
most cases must have majority Tunisian ownership. The 1974 law 
provided for tax and other advantages based on employment creation. 
The 1981 law added special incentives for: (a) locating in 
underdeveloped regions, (b) manufacturing high technology products, 
or (c) exporting a portion of output. The Investment Promotion 
Agency (IPA) administers the various investment laws and assists new 
investors in setting up their projects. Apart from the incentives 
contained in the investment laws, Tunisia offers political 
stability, a surplus of semi-skilled labor, relatively moderate 
wages, preferential access to the Common Market and many Arab and 
African countries, and a well-developed infrastructure. 
Additionally, newly formed Arab-Tunisian investment banks are 
anxious to develop new projects using U.S. technology, and are 
seeking U.S. participation in their projects. 


In addition to many of the disadvantages facing American exporters, 
U.S. investors also bear certain tax burdens not shared by investors 
from countries that have tax treaties with Tunisia. On the 
corporate side, U.S. firms pay higher profit taxes due to the 
absence of a treaty eliminating double taxation, and personal taxes 
for U.S. employees are assessed on worldwide income, which is 
defined by Tunisian authorities to include allowances received for 
overseas living expenses and foreign taxes (thus resulting in taxes 
on taxes). This burden alone can be enough to discourage U.S. 
companies from investing in Tunisia. 


Progress on both issues has been slow, but a negotiating session in 
mid 1983, the first in four years, made additional progress toward 
an agreement satisfactory to both parties. 


U.S. equity investment in Tunisia, around $5 million at present, is 
expected to grow nearly tenfold in the next two years, largely as a 
result of a joint venture involving a U.S. auto manufacturer in an 
automobile/pick-up truck assemby plant presently under construction 
and the entry into production of several small to medium oil fields 
recently discovered by U.S. firms. The greatest amount of American 
business activity in Tunisia at present is in the exploration 
operations of U.S. oil firms, whose total expenditures are running 
at around $150-200 million per year. Four American banks and two 
U.S. accounting firms are represented in Tunis. 
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Americans interested in developing business in Tunisia should 
contact the United States Department of Commerce, Office of the Near 
East (ONE), Washington, D.C. 20230, telephone (202) 377-5737. The 
Department of Commerce also maintains district offices throughout 
the United States staffed by trade specialists who can assist U.S. 
companies engaged in international commerce. The Tunisian 
Government closed its investment and export promotion office in New 
York in 1981, but the Tunisian Embassy in Washington can assist with 
business matters. The Embassy's address is 2408 Massachusetts 
Avenue, N.W., Washington, D.C. 20008, telephone (202) 234-6644. The 
Tunisian Investment Promotion Agency (Agence pour la Promotion des 
Investissements, API) can be contacted directly at 7 Rue de L'Arabie 
Seoudite, Tunis, Tunisia. Telex: 12166. The American Embassy in 
Tunis is located at 144 Avenue de la Liberty, Tunis, Tunisia. Telex 
13379. 
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